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suppose two countries A and B each producing the com-
modities x and y, A's unit of productive power yielding
IQx or 20#, B's unit lOa; or loy. Under such condi-
tions we may suppose that the ratio of exchange will be
10o;:16y; then, so far as the particular units are con-
cerned, A will have as the outcome of foreign trade
10^ + 24y, instead of 10^ + 20y, and B will have
IQx + I6y instead of lC)X+15y. As demand is weaker
than B's, and it gains the larger part of the advantage.
Next let us follow Mill in assuming that A's productive
power in respect to y increases by 50 per cent, then a unit
of productive power will turn out 30y; and let us further
assume that B's demand for y is quite inelastic, so that the
terms of exchange become not 10#:16?/, but I0x:2$y.
B now gets the greater part of the gain from foreign
trade, and the position will be that A has 10$+Sly, B
lO.r + 29?/ (since 60y is the production of the two units
in A). Still A is better off than before the improvement,
or than it would be without foreign trade. If neither were
in operation the total production would be 20#;+35;/r;
foreign trade would raise it to 40?/, the improvement with-
out foreign trade would raise it to 45^, 30?y being con-
fined to A's consumption, while a surplus amount of 15y
may be attributed to the joint effect of both agencies.
Under such conditions A cannot lose by the improvement.
But another case is possible. Instead of an increase of
50 per cent, let us suppose that it is only 10 per cent.
Then A's output of y per unit will be 22 ; further, it may
be that as B's demand is inelastic the ratio will be 10#: 21y.
On these terms A will have 10$+ 23y, and B 10&+ 21?/,
so that B will have gained more than the improvement has
given, and A will be somewhat injured. We are thus led
to admit Professor Edgeworth's theoretical exception.

The difference between the two cases suggests a further
point of interest. Where the gain from the improve^
ment was greater than that from foreign trade, detriment
to the country exporting the article now made cheaper
was impossible* It is only where the benefit from inv*